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StarBand Addresses Model 360 Upgrade

Customers Concerned About Further Service

Recently, StarBandcustomers were notified
about an upgrade for their Internet service,
from Model 180 to Model 360.

The letter may have been somewhat strongly-worded
for customers, StarBand admits. In the letter,
StarBand informed its Model 180 users that it
"will be discontinuing service supporting the
StarBand Model 180 satellite modem in the near
future in order to move customers and (its)
network to (the) latest satellite modem
technology, (and) upgrading to the StarBand
Model 360 satellite modem is required to avoid
service interruption."

Sandy Colony, vice president of corporate
communications for StarBand, said, "We acknowledge
that a recent email to our customers could have
been misinterpreted and has caused some
consternation for some of our users. To clarify
the record, we are planning to discontinue
technical support for the earlier version of
our product, the StarBand Model 180, in the
future. Thus, we are actively encouraging all
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of our customers to upgrade to our latest in
satellite modE1m technology when they receive
our notification.

"We are not mandating an extension of existing
contracts. If a.customer chooses not to upgrade,
we will do our best to accommodate, him/her on
the short term so that their service will not
be interrupted. However, we will be discontinuing
service on the network providing connectivity to
the StarBand Mode! 180 cust9mers."

Other concerns from customers who contacted
SkyRETAILER include the restructuring of the
down/up-load speeds and the Ethernet port cannot
be connected to a hardware router/firewall
without performance penalties.

"As we communicated to our customers, we are
giving ample time before any potential service
dic;'-llpllon, hOrlrHlng exi,:;ting contracts <'\lId
uPQr-adlng all cusLomers at no cost to them. A
win-win for consumers who get the latest in
high-speed Internet satellite modem technology
and StarBand who will be supporting its customer
base on a more cost efficient network;" Colony
said.

I~

Garmin Utilizes PumaTech Software

GPS Devices to Become More Intelligent

In an agreement made with PumaTech (a provider
of enterprise-level software products and services
that deliver relevant information), Garmin will
bundle personal information management (PIM)
software enabled by PumaTech's Intellisync Software
Development Kit (Intellisync SDK) with products
like its NavTalk GPS-enabled smart phone.

PumaTech's ]ntellisync SDK will enable
synchronization of calendar, e-mail, contacts,
notes and to-do items between Garmin's devices
and Microsoft Outlook and Lotus Organizer
PC-based software. In addition, Garmin licensed
PumaTech's Intellisync Lite software to support
future GPS-enabled devices.

.. :.-

FOR PUBLIC INSPECTION FCC2A000001291

•

"-" -"-------------------------



CO,"'FlDE0TlA.L lr-;FOAAtA TJOi" - SUBJECT TO PROTECTlvt ORDER 11'1 CS DOCKET NO. 01-343 BEF'OR[ TIlE. FCC

"There is a ma-rket demand for integrated,
feature-packe'd devices that deliver fnformation,
communication and navigation capabilities in a
user-friendly format," said Dr. Min Kao, Garmin's
co-CEO and co-chairman. "Our licensing agreements
with PumaTech will allow us to take significant
steps toward ,meeting that demand."

PumaTech's Intellisync Lite software will
provide out-'of-the-box synch,ronization for
Garmin's future GPS~enabled devices. Time~saving
benefits of synchronization include moving
scheduled and rescheduled events directly into
the user's calendar, identifying potential
scheduling conflicts and maintaining a single
address book.

JVC Ships New TV IDVD Combo

JVC announced that its "Real Flat Stereo DVD
Combo Television" (AV-20FD22) is shipping to
select retailers nationwide.

The AV-20FD22 combines a 20-inch flat screen
television with a DVD player. Included with the
combo TV is an INVAR Shadow Mask that reduces
ambient light reflections and eliminates
corner-to-corner distortions. Rear and front
AV input aliows for convenient connection of
other equipment such as camcorders and video
game consoles.

Additionally, many of the functions found on DVD
players such as random play, repeat and
programmable playing are incorporated into the
new JVC TV/DVD combo. Plus, a channel guard ensures
that parents can regulate what children watch while
the super command OSD (On-Screen Display) provides
trilingual menus in English, Spanish and French.

For more information, visit http://www.jvc.com.

Consumers Show Limited Knowledge of Broadband

CEA Conducts Research on Overall Industry

The Consumer Electronics Association (CEA)
conducted research that shows consumer demand
for high-speed Internet access is on the rise,

.' ;-"
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but a limited understanding of the benefits of
the technology and concerns with pricing have
hampered its over-all growth. -,

High-speed Internet access is currently installed
in approximately 9 million U.s. households,
according to CEA. However, nearly half of all
Internet users have access to high-speed service
in their area - a potential base of nearly 27
million households, or three times the current
level.

The results of the CEA survey suggest that
consumers are buying only as much bandwidth as
they need to accommodate their current Internet
browsing habits. However, as non-traditional
Internet uses continue to increase in the home ­
digital entertainment, telework and e-commerce ­
(EA forecasts a corresponding growth in broadband
subscriptions.

Gcl[-y Shapil"Ol president cJnd (EQ of CEAI said,
"Two-thirds of Internet users have never actually
tried out a high-speed connection, and without
having tried it, these users are unaware of the
benefits that high-speed access can offer, including
a faster and more enjoyable Web surfing experience,
prevention of skips and lags in Internet broadcasts,
faster downloads of files and information and the
groundwork for convergence of TV and the Internet."

For more information on the CEA t visit
http://www.ce.org.

SkySizzles: Bloomberg Television Sweepstakes

DISH Subs Must Upgrade to America's Top 150

A word to the wise, if a DISH Network subscriber
upgrades their programming package to the
America's Top 150 package during the month of
July, they'll be automatically entered to win a
trip for two to New York City - they'll also
receive $500 in spending money.

In order to enter, customers can either call
800-333-DISH (3474) and request to upgrade, or
customers can maiHn a postcard with the following
information: name, address, daytime phone number
and age. All mail-in entries must be postmarked by
July 31 and received by Aug. 7.
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Mail to:

Bloomberg's ,,'New York Power Trip" Sweepstakes
p,O, Box 10384
Van Nuys, CA 91410-0384

For more information about DISH Network's programming
packages, visit http://www.dishnetwork.com. For
more information about Bloomberg, visit
http://www.bloomberg.com.
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SALOMONSMITHBARNEY

Satellite Technology l,lr. Services

Multi·Company Note

Satellite Television IDBS) 2Q01 Earnings Preview

July 10, 2001

Armand Musey
2J 2-816-6008
armand.musey@ssmb.com

Todd Mitchell
212-B16-3375

Brett Matter
212-3160431

SUMMARY

>- We expect unexceptional results from the DBS camp,anies in 2QOl. Against a
backdrop of slowing growth, we believe that the DISH Network will outpace
both DIRECTV and Pegasus in new subscriber acquisitions and forecast net
new adds of 347K for DISH, 176K for DIRECTV and 35K'for Pegasus.

>- We fQrecast improved EBITDA results from all tlrree DBS companies.
However, we ex.pect to see continued deterioration in per-subscriber returns
from DISH and DIRECTY. Pegasus should show some improvement in this
regard, but we expect it to come at the cost of significantly lower sub growth.

>- We will be looking for changes in guidance for the back-half of the year from
DISH and DIRECTV; in partic,?-lar, plans for lower subscriber acquisition costs
(SAC) and further downward revision in total growth forecasts. We also expect
an increased focus on olJ.naging churn, which we believe is becoming the
industry's most important issue.

(I)
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SUMMARY VALUATION ANO RECOMMENOATION OATA

Earnings Per Share

Company (Ticker) Price FYE Rating Target LTGR Current Yr Next Yr
Echostar C~mmunicati----$29.31-- -oec--- --Curr--·3H----$27.0D-NA----($D.52)E·~9E-

ons Corp. (DISH) Prev 3H $27.00 NA ($0.52)E $O.59E

HU9h-;;fu~;~ni;;= -~-----~$i1-:50------D_;;; ---~&;;---2H----$24.'iiO-NA- ----$D_47E----~$o.iisE
(GMH#) Prev 2H $24.00 NA $OA5E $O.90E

._-----------.
Pegasus Communicatjo- $17.70 Dec Curr 2H $35.00 NA ($4.35)E ($O.48)E

ns Corp. (PGTV) Prev 2H $35.00 NA ($4.35)E ($0.65)E

PanAmSat corp.(SPoTj-·--··$37:"25 --Dec· -Curr--'-ZH---$43.00 NA--$D.24E-$oA4E-
Prev 2H $43.00 NA $O.24E $O.44E

Industry Comments
Overall DBS subscriber growth will continue to decelerate in 2QOLWe are forecasting
total new DBS subscribers of 524K in 2QOI, down 42% from 897K in 2QOO. We believe
that at 85% penetration, multichannel television is reaching mature levels of saturation and
growth is becoming a zero-sum game with DBS pulling subscribers from cable and visa­
versa. We also believe that the DBS companies are facing increased competition from digital
cable, particularly DIRECTV with its largely urban/suburban subscriber base. We expect
these forces will cause DBS subscriber to decelerate in 2QOl and the remainder of the year.

The DISH Network is gaining market share on DIRECTV. We forecast the DISH
Network will add 347K net new subscribers in 2QOI, two-fold our forecast of 176K for
DIRECTV, after outstripping DIRECTV 460K to 340K in IQOI. We attribute DISH's
success principallY to lower chum from less competition for its subscriber base from digi"tal
cable systems. We also suspect DIRECTV management's preoccupation with merger talks,
on going negotiations with its largest retail distributing partners, and Pegasus' decision to
shift its focus to cash flow growth over subscriber growth are also factors.

Amember ofcltlqroupj'
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Expect better battC?m-Jines, but little. improvement in per-sub metrics',We expect all
three DBS companies to report Positive EBITDA comparisons III 2Q01. However, improved
EBITDA does not necessarily imply higher per-subscriber returns as much of this
improvement is the result ~f increase capitaliz.ation of customer equipment subsidies. We
expect that only Pegasus will show any improvement in returns on a per-subscriber basis.
Although in light of its expected significant drop-off in subscriber growth and oniy an
expected minimal initial reduction in SAC this quarter, it has yet to prove that its new
business model will work, although we believe it is highly promi.sing. We expect DISH and
DIRECTV to report negative net adds and higher monthly churn, and sequentially higher
SAC, evidence of further deterioration in new subscriber returns. '

The DBS business model h.as considerable economic leverage over the long~term.As the
"DBS companies shift their focus on EBITDA growth rather than subscriber growth, we
expect a greater emphasis on per-subscriber cash flow growth. Ultimately, we believe the
DBS companies should be able to leverage their distribution platforms and generate strong
cash flow growth by layering on new services. However, limiting churn will ultimately be
the key to higher per-subscriber returns. All three companies are in the process of rolling out
services such as interactivity, personal video -r:ecorders (PVRs), and broadband services that
have the potential to limit chum while increasing ARPU. We believe these services should
generate relati veJy high rates of return once broCld!y deployed.

2
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EchoStar Communication Corp. (DISH:3H)
We expect the DISH Network to continue to gain market share on DIRECtv and to deliver
strong financial results. "I;.e are forecasting n~t subscriber·.additious of 347K, total revenue of
$951 million, and EBITDA of$]6 minion, versus 445K net adds, $646 million in revenue,
and a loss of ($32) million a year ago. DISH announced in mid-June that it had reached six
million total subscribers, which gives us a high level of confidence that it will achieve our
EOP forec<lst of 6.067 million subscribers. We expect an increased emphasis on selling
leased equipment packages will drive strong positive EBITDA resy.lts. We forecast $8
million in non-cash compensation, $53 million in D&A, and $47 rillllion in inte:r;est expense
and preferred dividends to result in a net loss of ($33) million, or ($O.O?} per share, versus
($133) million, or ($0.28) a year ago. EchoStar has not yet announced a 2QOl reporting date.

The DISH Network Results
>- Subscriber Growth -- We forecast DISH to report 347K net new subscriber additions for

2QOI, for a total of6.067 million EOP subscribers, a 22% decline from 445K in 2QOO.
We attribute much of this decline to increased churn, and expect that gross adds are
closer to flat at roughly 62SK.

> Monthly Churn -~ We forecast monthly churn of] .55% versUS Rn estimated 1.45% in
2QOO, We helieve all three of the DBS prOViders are fRcing rising churn rates due to
increilsed competition from digit;)l cable anrl high turnover of lower quality suhscribers
:1L:LJU!LCd I.lI tl),~ P:I:;S !\'/(l Y'(·iHCi

>- Subscriber Acquisition Costs (SAC) -- We expect total SAC to be $548, a 32% increase
over $415 in 2QOO. We look for reported SAC (eXcluding amounts capitalized) to be
$452, or nearly an 11 % increase over $408 in 2QOO, implying capitalized SAC of $96
(17 .5% of total)iversus $7- (2% of total), reflective of a rapid transition to the leased
equipment sales model.

>- Average Revenue per User (ARPU) -~ We forecast monthly ARPU to be $48.94, an 8%
increase from $45.22 in 2QOO. Increased ARPU stems from a year-over-year increase in
DISH basic subscriber rates.

>- Revenue and EBITDA -- We forecast total revenue of $868 million for 2QOI, a 56%
increase from $558 million in 2QOO, driven by strong subscriber growth and increased
monthly ARPU. We forecast total EBITDA of $42 million, versus a loss of nearly ($80)
million in 2QOO, driven by primarily by increase capitalization of SAC.

I DISH 2QOIE VERSUS 2000A; STATS TO WATCH

FY DEC 2Q01E "N" 2QOOA %CHG.

SUBSCRIBER METRICS
Gross Additions 625,548 625,397 0,0%

Disconnects _i"Jl.~~_ _.@.0,39J1 54.3%

Net Additions 347,225 445,000 122,0%)

EOP Subscribers 6,067,225 4,310,000 40.8%

MONTHLY CHURN 1.55% 1,45% 6,9%

Expensed SAC Per Gross Subscriber $451.75 $407.80 10.8%

CapitaliZed SAC - --~~-~:~? _~E~2g l234,5%

Total SAC Per Gross Subscriber $547.78 $415.00 32.0%

Total ARPU (monthly) $48.94 $45.22 8.2%

FINANCIAL RESULTS

DISH Revenue $867,8 $557.5 55.7%

DISH EBITDA $42,0 ($)9.7) (1517%)

SourCEJ Company reports at'ld SalomonSmithBamey estimates

3
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Recent Echo5tar Developments
~ DISH Completes $1 Billion rule 144A Offering -- On June In 2001 EchoStar sold $1

billion in Convertible Subordinate Notes due in 2008 and bearing an annual interest rate
of 5 %%, that are convertible into Class A Common Stock at $43.29 per share.
Separately, on June lS

,h
2001 EchoStar announced the redemption of approximately

193K shares of its 6 %% Series C Preferred Stock at a price of $51.92 pershare. Each
share of the Series C was convertible into approximately sixteen shares of Class A
Common Stock. '

>- DISH Introduces Promotional Programs for DishPVR 501 -- In niid-April the DISH
Network b~gan promoting the DisbPVR 501, an advanced DBS receiverwith'an internal
hard drive that can record over 35 hours of programming. DISH first made the DishPVR
501 available to existing subscribers in January 2001 at a cost of $399, with no
subsequent increase in monthly ARPU. and to new subscribers at a cost of $200 and a
minimum commitment for one-year of programming at $39.98 per month. Beginning
May 1, 2001 DISH began offering the DishPVR 501 free to new subscribers with $49.99
set-up fee and a minimum commitment for one-year ofpremiurn programming at $59.98
per monlh.

4
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Hughes Elec.tronics Corp. (GMH: 2H)
We have fine-tuned our GMH model and are now forecasting 2QOl total revenue of $2.008
b~1lion, up 9,% from $1.836 billion in 2QOO, ap.d EBITDA>of $94 million, off nearly 50%
ftom $180 million in 2QOO. This translates to EBITDAper share of $0.07 versus $0.14 in
2QOO. Overall result can be characterized as dominated by DTH's strong top-line.growth and
transition to EBITDA positive results, offset by negative comparisons in all other segments
and an incremental ($48) million in DIRECTV Broadband losses. We expect D&A of $327
million and net interest/other expenses of $47 million for pre-tax 'lqsses of ($280) million in
2Q01, versus ($142) million in 2QOO. We forecast a tax credit of $112 million and minority
interest expenses of $29 million to result in net losses of ($139) miliion, yersus ($69)
million in 2QOO. Hughes is expecte'd to report 2QOI results July 16th 200i.

DIRECTV Results
We believe that DIRECTV's growth is being negatively impacted by a number of factors
including competition from digital cable, merger distractions, distribution channel
negotiations and higher organic churn. However, management's recent announcement that
DIRECTV had reached 10 million subscribers gives us a high degree of confidence that it
will 8chieve OUT EOP forecast of 10.039 million, We expect DIRECTV's financial results to
underpin strong overall DTH 2QOI comparisons, Offsetting weakness in other segments.

)0- SHh~'uihcr (;n)\yth -- We :~I'e forecasting nrRECTV to report n6K net new ~tlhscrjber

'-lddilil'uS f01 ?QUl, a 61 % decliJlt: hom 4S2K jn2QUO (ex.cluding Pmnestar
conversions). We attribute this decline to lower gross adds and higher churn due to the
aforementioned factors.

>- Monthly ChurQ .- We forecast monthly churn to be 1.74% versus anestimated 1.50% a
year ago. We believe rnamlging cp.um is rapidly becoming DIRE~TV number one issue
and note that DIRECTV's 61 % decline in expected net adds is underpinned by
DiRECTV relatively high rate of churn and large subscriber base.

>- Subscriber Acquisition Costs (SAC) -~ We expect DIRECTV's total2QOl SAC to be
$575, which represents a 5.5% increase over $545 in lQ01 and a 17% increase over $490
in 2QOO. We expect yet higher SAC to be driven principally by extension of DlRECTV
free installation subsidy into 2QOl.

>- Average Revenue per User (ARPU) -- We forecast DlRECTV's monthly ARPU to be
$58.90, or basical,ly flat with a reported monthly ARPU of $58.50 in 2QOO, with
marginally negative sequential comparison due to seasonally slow PPV revenue.

>- Revenues and EBITDA -- We forecast DlRECTV will generate 2QOl revenue of$I.359
billion, a 20% increase from $1.129 billion reported in 2QOO. EBITDA for the quarter is
expected to be $75 million, a 190% increase from $26 million in 2QOO as a result of
lower gross adds due to the termination of Primestar conversions.

r DIRECTV 20£11 EVERSUS 2QOO.;----.-·---------··

FYDEC 2Q01E 2QOOA %Chg.

SUBSCRIBER METRICS
Net New Ads 176,415 452,000 (61.0%)

ARPU $58,90 $58.50

SAC $575.00 $490.00 17.3%

$545.00 55%

Churn 1,74% 1.50%

EOP Subs 10,039,415 3,246,000 11.7%

Total Revenue $1,358,8 $1,119.3 20.3%

EBITDA $75.3 $26.0 189,6%

Source: Company reports and SalomonSmithBamey estimates

5

FOR PUBLIC INSPECTION

~- ._----~------------

FCC2A000001299



I fO""~' TIO;"; - SUBJECT TO PROTE.CTIVE ORDER ll'l CS DoCXET NO. 01-343 BU'ORE THE FCC
COi'iFID8....T1A.L r; l"J'....... '

S,'.LOMONSMn'HBMNEY

Segment Forer;;asts
>- DTH (DIRECTV, DIRECTV Latin America) -- We forecast 2QOl DTH segment

revenue of $1.538 billion, a 23% increase from $1.25'1 ,billion in 2QOO, and EBITDA of
$41 million, versus a loss of ($14)millio~:-\Ve expect DIRECTV will generate $1.359
billion in revenue and $75 mlliion in EBITDA. We expect DIRECTV Latin America to
report 26K net adds, a 75% decline from lOlk in 2QOO. We expect DlRECfV Latin
America will generate $179 million in revenue and EBITDA losses of ($34) million.

>- Hughes Network Systems (HNS) -- We forecast 2QOl HNS revenue of $339 million, a
9% decline from $372 million in 2QOO. We expect EBITDA losses of ($38) fl}lllion,
versus breakeven in 2QOO. We look for top-line results to be negatively impacted by
lower consumer equipment sal~s versus the final stages of Primestar ~onversions a year
ago, offset somt;what by higher Carrier revenues. However the increase in EBITDA
losses is principally due to DirecWAY losses and higher investment in Spaceway.

>- PanAmSat (SPOT; 2H) -- We forecast 2QOl revenue of $207 million, a 36% decline
from $322 million in 2QOO. We expect 2QOl EBITDA of $144 million (69.3% of sales),
do\VIl 35% from $221 m.illion (68.7% of sales) a year ago, with margin improvement
from lower NET 36 investment and the a~sence of sales-type operating lease revenues.
We suspect PanAmSat is facing a difficult FSS pricing environment. Loral (LOR; 35) is
believe to be selling capflcity at low price levels in order to generflte cash to stay afloat.

>- DJRECTV .Broadband (Telocity) -- We expect Hughes to report its recently acquired
DS1 .. bllsilnc·:;s ::lS ,I sep,Jnlk.!ille itenl arid forecast 2Q01 rew:Tlllejust under $12 million
aGel E81TDA lus.'>c;o; uf ($48 JluJliun). We forecast 24K net adJs, EOP subscribers of 95K,
ARPU of $46, and total SAC of$480 (including amounts capitalized).

I GMH SEGMENT RESULTS 2QOlE VERSUS 2QOOA

FYOEC 2Q01E 2QOOA % Chg.

REVENUE
DTH (DIRECTV. DIRECTV LA) $1,537.8 $1.251.3 22.9%

HNS Revenue 339.1 371.8 18.8%)

PanAm$al 207.2 322.2 (35.7%)

DIRECTV Broadband Revenues 11.5 NM

Eliminations (8lA) (109.3) (20.0%)

TOTAL REVENUE $2,008.2 $1,836.0 9.4%

EBITDA
DTH (DIRECTV, DIRECTV1A) $41.1 ($14D) NM

HNS EBITDA (38.3) 0.8 NM

PanAmSat 143.6 221.4 (352%)

DIRECTV Broadb,md EBITDA (48.3) NM

Eliminations (4.4) (28.61 (84.7%)

TOTAL [BITOA $93.8 $119.6 (47.8%1

SOurce CompaflY reports and SalomollSm'llhBamey estimates

Recent Hughes Developments
>- GJ.\tlli Cnveils DirecWAY·- On June 20

th
2001, Hughes Network Systems unveiled

DirecWay, its next generation 2-way broadband satellite services offering. Of significant
importance is the fact that Hughes announced DirecWAY will target the consumer market
principally through a wholesale distribution model, enabling the company to avoid
paying heavy upfront subscriber acquisition costs.

,... GlVffi CEO Mike Smith Retires -- On May 25th 200 l, Hughes announced the
retirement of CEO Mike Smith. Given Mr. Smith's had publicly opposed the potential
combination of GMH with Rupert Murdoch's Sky Global entity we view the sudden

retirement as increasing the probability that this merger will be consummated.

6
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PanAmSat Corp. (SPOT; 2H)
\Ve forecast 2QO 1 PanAmSat revenue of $207 mlllion, a 36% decline from" $322 million in
2,Q()(L We believe that PaIJ,AmSat is experien<;ing signifi~ant FSS pricing pressure as Loral
(LOR; 3S) is believe to be selling capacity forWard at low price levels in order to generate
enough cash to stay afloat. We expect 2QOl EBITDA of $144 million (69.3% of sales),
down 35% from $221 million (68.7% of sales) a year ago, with modestly higher margins
resulting from lower NET/36 investment and the absence of low-margin sales-type operating
lease revenue. We expect Net!36 will generate its flIst reportable Iyvenues in 2QOl,
although we believe this number will be nominal. We are forecasting $106 milliQn in D&A,
net interest expense of $37 million, and taxes of 400K for net income of $.500K, or $0.00 per
share, versus $59.2 million, or $0.39 per share in 2QOO. PanAmSat is expected to report
.2QOI results Thurs~lay July 12th 2001

Recent PanAmSat Developments
>- Hughes Electronics CEO Jack Shaw Named SPOT Chairman -- Following the

retirement of former GMH CEO, Mike Smith, PanAmSat named lack Shaw as Chairman
of the board. This position clearly takes oh more importance during a time where the
futme paths of both PanAmSat and GMH ( 81 % owner of SPOT) are uncertain given the
current merger speculation of GMH

>- Slicecssful SCltellih~ Lmlllch .- Oil May 15th 200J PanAmSat announced that it
,~llcce~'s;Lllly lauild:ed lIll· I';\S Ii) s,i1dljlc fJUlli tlw Bilikol1l:r CusmodwJllc in
Kazakhstan. The satellite is the brings PanAmSat's satellite tally to 21, the largest
private satellite fleet in the world. Pas-l0 will operate from the orbital located at 68.5
degrees east longitude and has 24 C and Ku band transponders.
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Pegasus Communication Corp. (PGTV: 2H)
We expect Pegasus to report somewhat mixed results as management transItions to its new
business model, which emphasizes cash flow $eneration aHhe cost of subscriber growth,
olfset in part by moderation of broadCasting resuIts due to a slower economy. We forecast
net new subscriber additions of 35K, for EOP total subscribers of 1.475 million. We believe
Pegasus will generate 2QOl total revenue of $224 million, a 56% increase from $144 million
in 2QOO. EBITDA for the quarter is expected to be $16 million, a 193% increase from $5.6
million in 2QOO. We look for D&A of $67 million, interest ex:pens~ of $26 million, for pre­
tax income losses of ($73) million. We expect an income tax credit of $23 rnilliop and nearly
$11 million in preferred dividends for a net loss of ($64) million, or ($ 1.16) per sliare, versus
losses of ($62) million, or ($1.48) in 2QOO. Pegasus will report 2QOI restiits August 9th 2001

Pegasus VBS Results
>- Subscriber Growth -~ We forecast Pegasus to report 2QOI net subscriber additions of

35K, over a 90% decrease from 400K in 2QOO. However, last year's comparison is
distorted by the inclusion of roughly 345K conversions, principally old Primestar'
customers. As a result, internally generated adds, which we expect to be 25K versus 55K
in 2QOO, is a better proxy for organic growth. Look for an update on broadband rollont.

)-- Monthly Churn -- We forecast monthly churn to be 1.50% versus an estimated 0.98%
in 2QOO. \V,,: ~Ilspect am forecast may hL; a hit high, given Pegasus historical monthly
l'llllfll u"1 t':1 j·1:ir;;,; Ilu\\('v','I:, ill li~lil of 1QOI's 8hJlcHnrdily jl1~ll mOIlthly churlJ of

all eslillJated 1.74%. we are hesitant to be any more aggressive for our outlookfor 2QOI.

>- Subscriber Acquisition Costs (SAC) -- We expect Pegasus' total2Q01 SAC to be $475,
which represents a 7.5% decline from $514 in 1Q01, but a 19% increase over $400 in
2QOO. We believe that, ofllie three DBS companies, only Pegasus will report a
sequentiallY lower SAC comparison. We expect Pegasus SAC tQtrend downward over
the next several quarters, reflective of increased focus on cash flow generation.

>- Average Revenue per User (ARPU) -·'We forecast Pegasus' monthly ARPU to be $49,
a 14% increase over reported monthly ARPU of $43.11 in 2QOO.lncreases in ARPU are
being uriven by the inclusion of DIRECTV's premium channels in Pegasus monthly
subscription fees as a result of the two parties seamless marketing agreement.

I PEGASUS COMMINICATIONS: 2Q01 EVERSUS 2QOOA

FY DEC 2Q01E 2000A %CHG.

SUBSCRIBER METRICS
GrosS Addrtions 100.182 429.050 176.7%)

Disconnects .105a.B) __(:[9A.)) 122.6%

Net Additions 34.604 )99.5a7 (91.3%)

Net Additions -Internal 24,604 5.4.510 (54.9%)

EOP Subscribers 1,474.604 1.201.941 22.7%

Total SAC Per Gross Subscriber $475.45 $400.00 2QOOA 18,9%

$514.001Q01A (7.5%)

Total ARPU (monthly) $49.00 $43.11 13.7%

MONTHLY CHURN 1.50% 0,98%

FINANCIAL METRICS ($ mil.l
Total Subscriber Revenue $214,2 $134.4 59.4%

DBS Operatino Expenses __-----.lill. ---~ 61.1%

Net Contribution 61.2 39.5 55.2%

Confribution Marrin 28.6% 29.4%

Total Expensed SAC .__,___1.Q)_ ~ .._,_~_]12 30.7%

EBITDA 20.5 a.3 146.7%

[BITDA Margin 9.6% 6.2%
Source: Comp.::my reports and SalomonSmilh8amey eslimales
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Recent Pegasus Developments
PGTV ANNOUNCES OUARTERLY DlVIOENO ON SERIES C PREFERREO STOCK

Or July 2ru:1.~001, Pegasu:j, announced that it will be payi~g a dividend on July 31. 2001 to
stockholders of record ofits-6~50% Series C Convertible Preferred Stock (the "Series C
Preferred Stock") on JUly 15,2001. The aggregate dividend payment will be $4.875,000 and
will be paid in shares of the Company's Class A Common Stock.

PGTV LAUNCHES NEW HIGH SPEED SATELLITE INTERNET SERVICE

On May 3
rtJ

2001, Pegasus announced the launch of Pegasus Expre'ss, a two-wax high-speed
satellite Internet service. The company reported the new product, which sells for '$499 and a
$69.95 monthly service charge, had approximately 1,000 subscribers as of early May.
Starband, Pegasus Express' primary competitor offers a similar product fur $399·and a
monthly setyi~e fee of $69.99.

AFFILIATE SHARE BUYBACK ANNOUNCEO

Pegasus' affiliate, Pegasus PCS Partners L.P.• announced plans to purchase in the open
market up to $25 million of Pegasus Communications' Class A common stock.

QUARTERLY ESTIMATES PER SHARE DATA

Current Year* Next Year + 1

Ticker Period Current Previous
Next Year

Current Previous Current Previous

FOR PUBLIC INSPECTION

OISH 10 ($O.3S)A I$O.35IA NA NA NA NA

2Q ($O.07)E I$O.07IE NA NA NA NA

30 ($O.OS)E {$O.OS)E NA NA NA NA

4Q ($O.OS)E I$O.05IE NA NA NA NA

Yea' I$O.S2)E I$O.S2IE $O.S9E $0.59E $1.71 E $1.71E

GMH# 1Q $O.09A SO.09A NA NA NA NA

20 $O.07E SO.07E NA NA NA NA

3Q $O.11E $O.lOE NA NA NA NA

40 $O.20E $O.19E NA NA NA NA

Year $O.47E $OASE $O.88E $O.90E $1.22E $1.25E

POlV·~--~lQ -- ($1.6ij'-($i.61IA --NA-~NA---NA~--iiA--

2Q l$l.16)E l$l.16IE NA NA NA NA

3Q ($O.91)E I$O.91)E NA NA NA NA

40 I$O.67)E I$O.67IE NA NA NA NA

Yea' ($4.35]E 1$4.3S)E ($O.46JE I$Q.S5IE $1.25E $1.34E
SPOT--------la----$o.03A--~03A-NA-~'-~NA--_r:M-~-·NA--~

2Q $O,OOE $O.OOE NA NA NA NA

30 SO.09E $O.09E NA NA NA NA

40 $O.11E $O.11E NA NA NA NA

Year $O.24E $O.24E $O.44E $O.44E $1.27E $1,2-7E
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ADDITIONAL INFORMATiON AVAILABLE UPON REQUEST
# Within the past three years, Salomon Smith Barney, including its parent, subsidiaries and/or affiliates, has acted as manager or co­
manager of a public oHering of the securities oflhis company.
Salomon Smith Barney ("SSB'), including its parent, subsidiaries and/or affiliates ('the Firm'), usually makes a market in tile U.S.-traded
over the counter securities recommended in this report and may sell to or buy from customers, as principal, securities recommended in this
report. The Firm or employees preparing this report may have a position in securities or options of any company recommended in this
report. An employee of the Firm may be a director of a company recommended in this report, The Firm may perform or solicit investment
banking or other services from any company recommended in this report.
Securilies recommended, altered. or sold by SSB: (i) are not inswred by the Federal Deposit Irlsurance Corporation; M are riot deposits or oIher obligalions of
any insured deposrtory inSlitlltiorl (inclwding Cillbarlk); arid (iii) are subject to irlvestment rIsks, inclwding the possible loss of the principal amount Invested.
Although irlforrnation has been obtairled from and is based upon sources sse believes to be reliable. we do not gwarantee its accuracy and it may be
incompk3te or conde,nsed. All opinions and estimates constitute SSS's judgment as of the date 01 the. report and are subject to change without notice, ThlS
repor1 IS for informahonal ~rpOSIlS only and IS not Intended as an offer or solicitation for the purchase or sale of a security. Investing in non-U.S. securities.
including ADRs, by U.S. persons may enlail certain risks. Investors who have received this report may be prohib~ed in cer1ain U.S. s1ales from purchasin9
secur~ies mentioned in this report from SSB. Please ask your financial consu~anl for additional details. This report ,has been approved tor dislributiDl1 in lhe
Untled Kmgdom b~ Salomon Brothers international Limited, which is regulated by the Securities and Futures Authority, The investments and services
contained hereirl are not available to private customers in lhe UK. This report was prepared by SSS arid, If distributed in Japan by Nikko Salomon Smith
Barney Limited. is being so distributed under license. This report is made available in Australia through Salamon Smith Barney Australia $eCtJrities Pty Ltd
(ABN 64 003 114832), a Ucensed Securities Dealer, and in New lealarld through Salomon Smith Barney New Zealand Limited, a member firm of the New
Zealand Siock Exchange. This report does nol take irlto account the inveslment objedives or financial situafion of any panicular person. InvestOfs should
oOla.in advice based on their own individual circumstances .b7fore making an investment decision. The research opinions herein may differ from those of The
Roblnson-Hum~hreyCompany, LLC, a w~olly owned SubSidiary of SSB. Salomon Smith Barney Is a service mark of Salomorl Smith Sarney Inc.
© Salomon Smith Barney Inc" 2001 All fights reserved. Any unauthonzed use. duplication or disclosure is prohibited by law and may resu~ in prosecution
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EchoStar to Take Control of StarBand;' l\:1cLean Comp'~ny Gets $50 Million
Yuki Noguchi, Washington Post StalTWriter
The Washington Post
Thursday, July 12, 2001

StarBand Communications Inc. secured a much-needed cash infusion of $ so 'million fro111 its
distributor and existing investor, EchoStar Comm.unications Corp. -- a deal that giyes StarBand a
chance to expand its business but relinquishes control of the company to EchoStar.

EchoStar's investment gives it 32 percent ownership in McLean-based StarBand, up from 19
percent. In addition, EchoStar, based in Littleton, Colo., will fund the construction and launch of a
new satellite to carry StarBand's traffic Construction is expected to start by the end of the year and
will increase EchoStar's stake in the company to 60 percent.

EchoStar invested $ 50 million in StarBand's first round of funding and sells its own Dish Network
satenite television service bundled with Star"Band's Internet offerings.

Thl' cle;l1 give; SLlI"Uano, which LL"t !;tll W(j,"; aIJluJ]5~ the firs! in tht~ ,':-:atellite industry to oiler two­

way, high-speed Internet connections to compete with caple and telephone companies, a stronger
distribution deal with EchoStar and money to continue trying to woo Dew customers, said David C.
Trachtenberg, president and chief marketing officer for the company.

"In this environment today, there is a weeding-out process," and EchoStar's co'mmitment of both
cash and tedmology transfer is a "vote ofconfidence,u said Zur.Feldman, co-chairman and chief
executive of StarBand.

The company gave up a lot of equity for the cash investment, said JeffWlodarczak, an analyst at
ernc World Markets in New York.

"Unfortunately for StarBand, the [capital] spigot shut, and I don't know that they had a choice," he
said. In return, however, the company also gets a deep-pocketed investor that is making serious
headway in the satellite television market, he said.

Nevertheless, the financial malaise among telecommunications providers has taken its toll on
StarBand, and analysts say high equipment costs have prevented satellite Internet service from
becoming a widely accepted alternative to cable and the phone companies' high-speed service -­
known as digital subscriber line, or DSL, which uses conventional phone lines. The device
StarBand customers use to connect to its network costs about $ 500.

In March, the company pulled its plans to raise $ 287.5 million by selling shares to the public The
company, which is refocusing to sell its service through distributors rather than its own retail
channels, has also laid off about 30 percent of its staff since the beginning of the year, The company
declined to disclose how many people it employs.
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In a separate announcement, StarBand~sGermantown~basedrival, Hughes Network Systems,
yesterday launched a $ 20 million, 43,OOO:"square-foot network operations center that will help
the cohIpany monitor and maintain its satellite and ground network.

HNS, which employs ahout 4,000 people in the Washington area, has abQut 75,000 residential
Internet customers, only a small number of whom get the company's tw~way, high-speed
services, which were launched this spring. The rest use a dial-up service in which customers
receive high-speed satellite transmission but send data through a lower-speed, dial-up

. telephone connedion.

Washtech.com News Briefs
Staff
Washtech.com
Thursday, July 12,200]

I-[NS Opens Operations Center

GeuuantoWll's Hughes Network Systems (fINS) says its new network management center is now
open The $20 million, 43,000-sguare-foot facility consolidates satellite communications
management, monitoring and control operations from eight locations.
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GM Hughes Invests $20M In Operatio,!s Center
Dow Jones News Senrice
Thursday, July 12, 2001

GERMANTOWN, Md. -(Dow Jones)- Hughes Network Systems opened the .Network Management
& Operations Center, a $20 million, 43,000 square-foot facility that will manage, monitor and
control its global satellite communications operations. '

In a press release Thursday, HU$hes Network said the investment in the facility, which consolidates
eight locations, will streamline global operations.

Hughes Net\vork Systems is a unit of Hughes Electronics Corp., which is a unit of General Motors
Corp (GM).

Hughes opens $20 million nerve renter
Mal~in Kady II, StafrHepn!'tp!,
\Vashington Businc.'.s ..IOUfl1;11

Thursday, July 12, 2001
hUp://wash ington.hcentraJ.com/washington/stories/2001107/09/daily32. htmt

lnside a gleaming new 43,OOO-square-foot building, in a space-age control room with massive
computer screens and humming terminals·; lies the future of the multibillion d611ar empire that is
Hughes Elettronics.

Here, at the far-flung Germantown headquarters of Hughes Network Systems, a new $20 million
operations center has been launched to consolidate eight operations into the nerve center for a $1_4
billion satellite-based broadband network. Hughes Network Systems is a unit of Hughes
Electronics, which is a subsidiary of General Motors.

Hughes' network operations center, which opened July 11, will be the brain for the satellite firm's
biggest push in years -- a broadband satellite service known as DirecWay. California-based Hughes
Electronics already has been a huge success with its DirecTV service, which nowhas'lO million
users. The Germantown facility will act as the launching point for DirecWay.

But Hughes Network Systems still is in the formative stages with DirecWay. Analysts ap.d company
executives have set high hopes that the firm can do for Internet connections what DirecTV did for
television reception. Hughes Network Systems (http://www.hns.com). best known for making and
operating satellite hardware, employs 4,000 people nationwide, with about 2,800 in Greater
Washington.

l'The whole satellite industry is in the doldrums right now, with bankruptcies from companies like
Iridium and Orbcomm," says Marco Caceres, a space analyst for the Fairfax-based Teal Group. "..
but one advantage [Hughes] has is a captive audience with DirecTV. That gives them a significant
edge."
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Two-way connection advantage

So far, the flrm's foray into Internet service has been sporadic The broadband service known as
DirecPC has met with mixed reviews and has reached only 116,000 customers, But Hughes is
investing $14 billion in a satellite system called Spaceway that is dedicated t,o broadband Internet
services and should launch by year-end.

The advantage ofthe new DirecWay (http://www.direcway.com) service is that it will be a two-way
,connection -- users will be able to receive data and send it over the same wireless receiver. Under
DirecPC, the reception was only one way, and outgoing data went out over traditional phone lines.
DirecTV customers will be able to use their existing receiver dishes to receive Internet signals for
the new servi ce

Murdoch: The wild card

As workers busily get the $20 million operations center up and nJIming, the company has set

ambitiuII.:'. goals for ~ervi(',e

"\;\/e expect to raise the level of awareness of the DirecWay brand, and reach seven fIgures in
membership," says Steve Salamoff, assistant vice president for business services at Hughes
Network Systems. "This [network operations center] will be our war room. t!

Another wild card in the future of Hughes Network Systems is Rupert Murdoch, The media king,
who is chaitman of NewsCorp, is bidding to gain control of Hughes Electronics so that he can add

DirecTV to his empire.

Analysts say it's not clear whether Murdoch will want to retain Hughes Network Systems, largely
because it's a hardware and services company and not a media company.

"They really need a broadband prod~ct that works," says one investment banker who is involved in
the Murdoch deaL "The big question· is whether someone is willing to pay $600 or $700 for
equipment and installation."
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Document is copied.

Date Filed_- 11/1/2000

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT RE PORT

Pursuant to Section 13 or 15 (d) of the

Securities Exchange Act of 1934

Novem~er 1, 2000

DATE OF REPORT (DATE OF EARLIEST EVENT REPORTED)

Hughes Electronics Corporation

(Exact Ddme of registrant as specifi.ed in its charter)

Delaware

(State or other
jur':'sdic::ion of

incorporat':'on or
organization)

0-26035

(Commission File Number)

200 North Sepulveda Boulevard
E1 Segundo, California 90245

{Address of principal executive
offices)

(320) 662-9688

52-1106564

(I.R.S. Employer
Identification

Number)

(Regis~rant's telephone number, including area code)
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HUGHES ELECTRONICS CORP - 8-K - Current Report Date Filed.- 11/1/2000

=~===============================~========--===~=~===========-=============-==

Ite[~ 9.Forwc.rd Looking Information Relating to Hughes

Eughes Electronics Corporation hereby furnishes the following forward
looking information relating to the operat~ng and financial performance of
Hughes and certain of its business units/subsidiaries and trends relating to
suet performance. This forward looking information represents our management's
best estimates of the designated indicators of the financial performance of our
business as of the datE hereof. The furnishing of this information by Hughes is
not: int".p-nded to, and does not, constitute a determination by GM or Hughes that
the information is in fact material or create a measure for materiality.

Eughes Consolidated I?inancial Guidance
(B is blilions, M is millions and K is thousands)
Year Ending: 2000 2001

Revenue
BBITDA (2-)

Cash Requirements w

about $7.3B
more than $500M

about $lB

20 to 30% growth over 2000
20 to 40% growth over 2000

$2.5 to 3.0B

* Excludes ~roceeds from sale of satellite manufac~uring and financing

hughes'consolidated -Trends
Expected average annual growth rates over next 5 years:
Revenue: 20 to 25%
BBITDA(lj: Over 50%

DIRECTV U.S. Financial Guidance
Year Ending:

Revenue

EBITDA(~.}

Net New High-power Subscriber Additions
Cumulative Subscribers

2000

$1.7 to 4_8B

$100 to 150M

1.85 to 2.05M
9.55 to 9.75M

2001

20 to 30% growth
over 2000

$300 to 400M
1.5 to 2.0M

11. 05 to 11. 75M

Dlk~CTV U.S. Trends
Average Monthly Revenue Per Unit (ARPU)

2000 expected to be approximately $59
Modest increase over next 1 to 2 years
Assumptions driven by roll-out of new advanced products (e.g. Wink,
TiVo, AOL TV and Ultimate TV), local channels and periodic price increases

Subscriber Acquisition Costs (per subscriber) (SAC)
Basic Box
o Second half 2eoO average expected t8 be apprOXimately $525
o Relat.ively flat over next l' to 2 years

Advar.ced Boxes

o Over ~he next 1 to 2 years, a 5 to 10% increase over second half 2000
basic box SAC of about $525

I?orecast dependent on penetration mix of new boxes
I?orccast represents weighted average over entire subscriber base

SAC will ultimately be driven by the competitive env~ronment

Copyright 1000 EDGAR Online, 1nc. (ver JJ)1/2.003)
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Churn
1.5 to 1.7% ,per month over next 1 to :2 years

DIRBCTV Latin America Financial Guidance
Year Ending: 2000 2001

Date Filed_" 11/1/2000

Revenue
EBITDA(l) Losses
Ket SUDscriber Additions

$525 to 550M
$(160) to (180)M

450 to 55DK

$8DOM to $90DM
$(90) to (l30)M

500 to 600K

DIRECTV Latin America - Trends
Programming ARPU

2000 estimate of approximately $35
Modest increase over next 1 to 2 years

La=gely dependent on countries' economies, price increases and competitive
el,vironmer.t

SAC
2eOO expected to be $200 to $250
~xcludes capitalized installation cost of around $50 per subscriber
Flat to slight lncrease over 2000 for next 1 to 2 years

Churn
2xpected to average approximately 2.5% per month in 2000
l~proving over next 1 to 2 years

Hughes Ne':.work Systems (HNS) Financ'::'al Guidance

Year E:1ding:

HNS Revenue
HNS EBITDAjEBITDA(i) Losses

.included in HNS EBITDA(l):

SPACEWAY EBITDA(l) Losses
DirecPC EBITDA(l) Losses
DirecPC Net Subscriber JI~dditions

2000

about 1.18
Rrei:l.keven

$(llJ) to (20}M
$ (60) to (8S}M

about SOK*

2001

10 to 20% growth over 2000
$1125) to (17SJM

$(40) to (SO)M

$ (17S) to (225)M
200 to 300K

* Repres€:1ts expected cumulative U.S. Di~ecPC consumer subscribers at year-end

ParL~mSat F'::'nancial Guidance

PanAmSat Consolidated
Year Ending: 2000 2001

Revenue about $1. DB
Sales and Sales-type leases as
% of Total Revenues 22 to 25%
EBltDA(l) Margin Mid to High 60% range

about $l.OB

10 to 15%-
Mid to High 60% range

Core Transpo:1der Leasing Business
Year Ending:

Revenue
S~les and sales-type leases as

% of Total Revenues
BBITDA(l) Margin

Net 36
Revenue

EBITDA(l) Losses

2000

about $1. OB

22 to 25%
Low 70% range

$ (25) to (35M)

2001

$950M to $1.0B

10 to 15%
Low 70% range

$25 to 35M
$ (30) to (40M)
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(1) EBITDA (Earnings
the sum of operating
margin is calculated

Cautionary Statement

Before Interest, Taxes, Depreciation and Amortization) is
profit (loss) and depreciation and amortization. EBI~DA

by dividing EBlTDA by total r~venues.

This Current Report on Form 8-K contains forward-looking information as to
which there are numerous risks and uncertainties that cou~d cause actual results
to differ materially from the forward-looking information made herein_ The
following important factors, in addition to the risk factors, contingencies and
102gal matters discussed in the Form lOoK's, Form 10-0's and Form 8-K's filed by
General Motors, our corporate parent, Hughes and PanAmSat, could cause our
act,ltal finallcial results to differ materially from those projected, forecasted
or estimated by us in the forward-looking information.

We Will be Adversely Affected if We Pail' to Maintain Leading

Technological Capabilities.

The rapid technological changes and innovation that characterize the
entertainment, i:lformation and communications services industry could cause the
services and products offered by us to become obsolete. If the new technologies
on 'which we are currently focusing O'Jr research and development investments fail
to achieve accepcance in the marketplace, we would suffer a material adverse
effect on our future competitive position and results of operations. t<'or
example, oc.r competitors could be the first to obtain proprietary technologies
that are perceived by the market as being superior. In addition, after
substantial research and development expenditures, one or more of the
technologies under development by us or any of our strategic partners could­
become obsolete prior to its introduction.

Our operating results will depend to a significant: extent on our ability
to cont:.nue to introduce new products and serv~ces on a timely basis and to
reduce. costs of our exist'ing pl'oducts and services. We cannot assure you that we
will successfully identify new product or service opportunities or develop and
market these opportunities in a timely or cost-effective manner. The success of
new product development depe:lds on many factors, inclUding proper identification
of customer needs, cost, timely completion and introduction, differentiation
from offerings of competltors and market acceptances.

Technological innovation is important to our success and depends, to a
significant degree, on the work of ~echnically skilled employees. Competition
for the services of these types of employees is vigorous. We cannot assure you
that: we will be able to attract and retain these employees. If we were unable to
attract c.nd maintain technically skilled employees, our competitive position
could be ~dversely affected.

We Could Have Inadequate Access to Capical for Growth.

We may not be able to raise adequate capital to complete some or all of
our business strategies or to react rapidly to changes in technology, products,
services or the competitive landscape. We believe that key success factors in
the entertainment, informa~ion and communications services industry include
superior access to capital and financial flexibility. Industry participants
often face high capital requirements in order to take advantage of new market
opportunities, respona to rigorous competitive pressureS and react quickly to
changes in technology. For exa~ple, as a result of the competitive environment
in the multi channel entertainment industry, DIRECTV may have to incur increased
subscriber acquisition costs by making competitive offers in the future to
maintain its market leadership.

We expect the global entertainment, information and communications
serVlces market to continue to grow due to the high demand for communications
infrastructure and the opportunities created by industry deregulation. Many of
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our competitors are committing substantial capital and, in many instances; are
forming allian~es to acquire or maintain market leadership. Our strategy is to
be a leader in, providing entertainment, informati~n and, comm'unical;ions products
and services by building on its experience in satellite technology and by making
acqui~ition8 and establishing, maintaining and restructuring strategic alliances
as appropriate. This strategy will require su~stantial investments of capital
over the next several years. We cannot assure you that we will be able to
satisfy our capital requirements in the future.

Our Future Growth Depends Upon our Ability to Implement our Business

StTi1t-.egy.

Our business strategy is focused on becoming a premier provider of
integrated entertainment, information and communications services. As part of
this strategy, we have implemented several new initiatives and entered into a
strategic alliance with America Online, Inc. We cannot assure you that the
implementation of these initiatives w~ll not be delayed, or that they will ever
be fully implemented, or, if implemented, will allow us to successfully
capitalize on the emerging communications services markets we are targeting. We
can~ot assure you that we will be successful in implementing these new
initiatives, or any other new initiatives, or that we will realize the
anticipat:ed benefits of our alliance with AOL_

We Are Vulnerable to Satellite Failure.

DIRECTV, PanAmSat and our at-her businesses own or utilize satellites in
thei~ businesses. Orbiting satellites are subject to the risk of failing
prematurely due to, among other things, mechanical failure, a collision with
objects in space or an inabili~y to maintain proper orbit. Satellites are­
subject to the risk of lallnchdelay and failure, destruction and damage while on
the ground or during launch and failure to become fully operational once
lcllHlched. Delays in the production or launch of a satellite or the complete or
partial loss of a satellite, in~orbit or during launch, could have a material
adverslf'impact on the operation of OLlr businesses. With respect to both in-orbit
and launch problems, insurance carried by PanAmSat and us does not compensate
for business interruption or loss of future revenues or customers. We have, in
the past, experienced technical anomalies on some of our satellites. We cannot
assu:::-e you that we will not experlence further satellite anomalies in the
fut"ure. Service interruptions caused by these anomalies, depending on their
severity, could result in claims by affected customers for termination of their
transponder agreements, cancellation of other service contracts or the loss of
other customers.

Wp May Be Unable to Effectively Manage the Growth of Our DIRECTV

Busil1esses_

Our ability to continue the planned expanslon of our DIRECTV businesses
and to lncrease our customer base while maintaining our price structure,
reducing our churn rate and managing costs will depend upon, among other things,
our ability to manage our growth effectively. To accomplish this, we must
continue to develop our internal and external sales force, installation
capability and customer service representatives, maintain our relationships with
third party vendors and implement procedures to mitigate subscriber credit risk.
We will also need to continue to grow, train and manage our employee base. If we
are unable to manage its growth effectively, we could experience an increase in
subscriber churn, and as a resu+t, our business could be adversely affected. In
addition, subscriber acquisition costs may increase if DIRECTV offers additional
incentives in oyder to respond to competition, to expand our businesses or for
other reasons. If subscriber acquisition costs increase significantly, it could
have a material adverse effect on our business.

Our Main Satellite Supplier is No Longer an Affiliate of Ours.

Copyright 2000 EDGAR Online. Inc. (ver 1.01/2.003)
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Eistorically, we have been able to fulfill most of our satellite needs
from 'Hughes Space and Communications, which was previously, one of .our
wholly-owned s'ubsidiaries. Since the sale of Hughe,s Space and Communications to
Boeing, we no longer manufacture satellites. Although DIRECTV and PanAmSat
currently have contracts with Hughes Space and Communications, now Boeing
Satellite Systems, designed to satisfy our satellite needs over the near term,
we will need to obtain new contracts with Boeing Satellite Systems or with
alternative suppliers for our future satellite needs. In addition, although we
believe that our current contracts with Boeing Satellite Systems are on
substa::ltially arms' length terms, we cannot assure you that we will be able to
o[lt.ain cont~racts for the manufacture of new satellites from Boeing Satellite
systems or form alternative suppliers on similar terms.

We Could 3e Adversely Affected by Our Customers' Inability to Obtain

Financing.

Our customers are dependent from time to time upon third party equity or
cebt financing in order to pay for products and services purchased from us.
Collection 0:: amounts due to us from these customers may be adversely affected
by their inability to obtain this third party financing. If these customers are
Ulldble: to obtain, at are delayed in obtaining, third party financing, and are
therefcre unable to pay amounts due to us in the future, we may incur
substantial losses related to costs it has incurred in excess of amounts
collect:ed to date from those customers. This could also have a negative effect
on our future cash flows.

We Are Subject to Domestic and Foreign Regulations that Could Adversely
A::fect the ~ature and Extent of the Services We Offer.

Our- businesses are subjec': to various regulations. DIRECTV is subject to
substa~tial regulation by the U.S. Federal Communications Commission. FCC rules
and regulations ar:-e sllbje·ct. to change in response to industry developments, new
technology ~nd political considerations. In addition, the satellite industry is
highly regulated both in the United Sta':es and internationally. We are SUbject
to the regulatory authority of the U.S. Government and the national
commUn~C<l':.lons authorities of the countries in which we operate. These agencies
reglliate tr.e co~struction, launch and operation of our satellites and the
orbital slots planned for these satellites. We are currently subject to an
investigation regarding certain of our export compliance activities. We,andjor
our customers or companies with which we do business must have authority from
each country in which we provide services or provides its customers' use of its
satellites_ Although ·",e believe that we and our customers or companies with
which we do business presently hold the requisite licenses and approvals for the
cfJur.tries in which we/they currently provide services, regulations in each
country a.re different and, as a result, there may be instances of noncompliance
of which we are not aware.

Our businesses ~ould be adversely affected by the adoption of neW laws,
policies and regulations. We cannot assure you that we will succeed in obtaining
all requisite regulatory approvals for our operations without the imposition af
restrictions on, or adverse consequences to, our businesses. We also cannot
assure you that material adverse changes in regulations affecting the industries
in ~hich we operate our businesses will not occur in the future.

We Are Subject to Other Rjsks Related to Our International operations.

About 21% of our revenues in 1999, excluding revenues from
subsidiary, Hughes Space and Communications, were generated outside
States. We are currently evaluating expansion opportunities
inte~national markets. These international operations subject us to
inherent in international business activities, inclUding:

Copyn~'Sht1000 EDGAR Online. Inc. (ver 1.01/1.003)
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o limitations and disruptions resulting from the imposition of government
cdntrols ;,

a di.fficulty meeting export license requirements;

o obtaining and/or maintaining licenses which are necessary to conduct
our business;

a economic or political instability;

o tr3de restrictions;

o changes in tariffs;

o currency fluctuations;

o greater difficUlty in safeguarding intellectual property; and

o difficulties in managing overseas subsidiaries and international
operations.

These risks could have a material adverse effect on our business.

Grand Jury Investigation/State Department Review Could Result ~n

Sanctions

There is a pending grand jury investigation into whether we should be
accused of criminal violations of the export control laws arising out of the~

participation of two of our employees on a committee formed to review the
findings of Chinese engi~eers regarding the failure of a Long March rocket in
Chilla in 1996. We are also subject to the authority of the u.s. State Department
to impcse sanctions for non-criminal violations of the Arms Export Control Act.
The po?sible criminal ahd/or civil sanctions could include fines as well as
debarment from various export privileges and participation in government
contracts. On October 6, 2COO, we completed the sale of our satellite
manufacturir,g business to The Boeing Company. In that transaction, we retained
limited liability for certain possible fines and penalties and the financial
consequences of debarment related to the business now owned by Boeing, should
either the Department of Justice or State Department impose such sanctions
against the satellite manufacturing business. We do not expect the grand jury
investigation or State Department review to result in a material adverse effect
UpOE our business. However, there can be no assurance as to those conclusions.

Compromise of Satellite Programming Signals Could Adversely Affect Our

Business_

The delivery of direct broadcast television programming requires the use
of encryption technology to assure that only authorized subscribers can receive
the programming. It is illegal to create, sell or otherwise distribute or use
mechanisms or devices to circumvent that encryption. Theft of cable and
satellite p~ogramming does occur and attempts have been made to circumvent our
signal encryption. We have implemented measures intended to reduce signal theft
of our programming. If we were unable to respond to any widespread compromise of
our encryption technology, our business could be materially adversely affected.

Disputes with Raytheon Regarding Former Defense Operations Could Result in

~ Mater~al Payment from Us to Raytheon.

In connection w~th the 1997 spin-off of the defense electronics business
0= our predecessor as part of our restructuring transactions and the subsequent
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merger of that business with Raytheon, the terms of· the merger and relat·ed
agreements between us and Raytheon provided processes for resolving disputes
that might a~ise in connection with post-closing financial adjustm~nts that wf"re
also called for by the terms of the merger· agreement. These financial
adjus~ments might require a cash paynent from Raytheon to us or vice versa. A
dispute currently exists regarding the postcclosing adjustments that we and
Raytheon have proposed to one another and related issues regarding the adequacy
of disclosures made by us to Raytheon in the period prior to consummation of the
merger. We are proceeding with the dispute resolution process with Raytheon. It
is possible that the ultimate resolution of the post-closing financial
adjust~ent and of related disclosure issues may result in us making a payment to
Raytheon the'lt would be material to us. However, the amount of any payment that
either party might be reqUired to make to the other cannot be determined at this
time. We intend to vigorously pursue resolution of the disputes through the
arbitration process, opposing the adjustments proposed by Raytheon and seeking
the payment from Raytheon that it has proposed.

Forecasts and Other Estimates Could be Unreliable

This Current Report on Form 8-K includes certain forward looking
information provided by the Company with respect to our anticipated future
performance. Such forward looking information reflects various assumptions by us
concfCrndlg anticipated results and are subject to the risks described herein,
significant business, economic and competitive uncertainties and contingencies,
many of which are beyond cur control. Accordingly, there can be no assurance
that such f:Jrward looking information will be realized. The forward looking
information and actual results will likely vary, and those variations may be
material.

Forward Looking Statements

The following are addi tiona I important
results to differ materially from those expressed
provid!=d by the lTIdnagemerits of GM and Hughes:

factors which may cause actual
in forward looking information

Changes in economic conditions, currency exchange rates, or political
stability in the major markets where the corporation procures material,
components, and supplies for the production of its principal products or where
its products and services are produced, distributed, or sold (i.e., North
America, Europe, Latin America, and Asia-Pacific) .

Shortages of fuel or interruptions in transportation systems, labor
strikes, work stoppages, or other interruptions to or difficulties in the
employment of labor in the major markets where the corporation purchases
material, components, and supplies for the production of its products or where
it_s products and services are produced, distributed, or sold.

Significant changes in the competitive environment in the major markets
where the corporation purchases material, components, and supplies for the
production of its products or where its products and serVlces are produced,
dist~ibuted or sold.

Changes in the laws, regulations, policies, or other activities of
governments, agencies, and similar organizations where such actions may affect
the production, licensing, distribution, or sale of the corporation's products
2nd serVlces, the cost thereof, or applicable tax rates_

The ability of the cOFPoration to achieve reductions in cost and
employment leve~s, to realize productlon efficiencies, and to implement capital
expendi tures, all at tr.e levels and times planned by management.

Additional risk factors include: economic conditions, product demand and
market acceptance, government action, local political or economic developments
in or affecting countries where Hughes has operations, ability to obtain export
lic>=nses, competition, ability to achieve cost reductions, technological risk,
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limitar.ions on access to distribution channels, the success and timelin~,ss 'of
satellite launches, in-orbit performance of satellites, ability of customers to
obtain fin~ncing, and Hughes' ability to access capital to -maintain ~ts

financial flexibility. Additionally, Hughes and its 81% owned subsidiary,
PanAm~at Corporation, have experienced satellite anomalies in the past and may
experlence satellite anomalies in the future that could lead'to the loss or
reduced capacity of such satellites that could materially affect Hughes'
operations.

SIGNATURES

Pursuant to the requirements of t:'1e Securities
registrant has duly caused this report to be
undersigned ':::hereunto d'dly authQrlzed.

Exchange
signed on

Act of 1934, the
its behalf by the

Dated: November 1, 2000
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